The University of Akron

IdeaExchange@UAkron
Williams Honors College, Honors Research
Projects

The Dr. Gary B. and Pamela S. Williams Honors
College

Fall 2019

Accounting for the Environment
Jonathan Konopka
jfk32@zips.uakron.edu

Follow this and additional works at: https://ideaexchange.uakron.edu/honors_research_projects
Part of the Accounting Commons

Please take a moment to share how this work helps you through this survey. Your feedback will
be important as we plan further development of our repository.
Recommended Citation
Konopka, Jonathan, "Accounting for the Environment" (2019). Williams Honors College, Honors
Research Projects. 1022.
https://ideaexchange.uakron.edu/honors_research_projects/1022
This Dissertation/Thesis is brought to you for free and open access by The Dr. Gary B. and Pamela
S. Williams Honors College at IdeaExchange@UAkron, the institutional repository of The University
of Akron in Akron, Ohio, USA. It has been accepted for inclusion in Williams Honors College,
Honors Research Projects by an authorized administrator of IdeaExchange@UAkron. For more
information, please contact mjon@uakron.edu, uapress@uakron.edu.

Running head: ACCOUNTING FOR THE ENVIRONMENT
UNIVERSITY OF AKRON

Accounting for the Environment
Honors Research Project
Jonathan Konopka
12/09/2019

1

ACCOUNTING FOR THE ENVIRONMENT

2

Table of Contents

Introduction

3

History of Environmental Accounting

4

Standards and Practices

6

Environmental Tax Credits and Provisions

9

Green Business Practices

12

Environmental Costs

17

Local Examples

19

Conclusion

21

Appendices

23

Works Cited

26

ACCOUNTING FOR THE ENVIRONMENT

3

Introduction
In today’s society, the environment is becoming a topic of increasing importance among
many people. With the constant debate about climate change and other related topics, there is
constant attention being drawn to the subject. The environment impacts all aspects of life,
including the ways in which businesses operate. Being an accounting major, I want to make my
research experience relate to one of my passions: the environment. My love for the outdoors and
adventure spurred my interest in the environment, but I did not know that there was a whole area
of accounting that dealt with the environment. Environmental accounting is a growing field, and
its importance is becoming more prevalent as the planet changes. Businesses need to understand
that the planet is changing and they should be able to adapt to the changing conditions. There
are many facets of life that are being affected by climate change, and the economy is no
exception. The normal way of life for humans is being affected by climate change. This
research will explore six main topics. First, the history of environmental accounting will be
looked at to see how it came to be. Since accounting has certain practices and standards, the
ones that apply to environmental accounting will be discussed. Third, the tax provisions and
credits that are available to businesses who complete certain objectives relating to the
environment will be explored. Fourth, certain practices that can be considered “green” that are
being implemented by businesses will be discussed. Fifth, since climate change is affecting
many areas of businesses, a look into how costs are being affected is necessary. Lastly, to add a
touch of local flavor to the paper, we will look at a few examples of environmental projects and
initiatives that are being done locally in the Cleveland and Akron area. The goal of this research
exercise is to gain a better understanding of environmental accounting and how climate change is
affecting the everyday happenings of business and life.
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History of Environmental Accounting
There are many ways to define environmental accounting, but the most common way is
defining it as the identification and reporting of environment-specific costs, such as liability costs
or waste disposal costs (Nezhad and Saremi, 2014). However, a more broad definition may say
that it is accounting for any costs and benefits that arise from changes to a firm’s products or
processes, where the change also impacts the environment (Nezhad and Saremi, 2014).
Environmental accounting has existed for quite some time, but it began to receive a great deal of
attention in the 1970s, during the energy crisis in which many Western nations faced severe
petroleum shortages in the midst of high prices. However, after the energy crisis ended, a period
of strong economic growth began in the 1980s, which forced the practice of environmental
accounting into the background once again. It was difficult to determine certain standards for
environmental reporting and what environmental factors should be disclosed. During this time
frame, companies were rather reluctant to report the details and numbers behind their
environmental contributions, good or bad. Over time, standards were set, rules were made, and
companies were eventually forced to comply with certain environmental accounting standards.
However, two acts passed by the United States Congress in the 1970s and 1980s began to
put the burden on companies to begin to recognize the impacts of their activities on the
environment. The Resource Conservation and Recovery Act of 1976 gives the Environmental
Protection Agency (EPA) the authority to control many aspects of hazardous waste, including
generation, transportation, treatment, and storage (42 U.S.C. §6901). This act put the burden on
companies to start being careful with their waste and making sure that it is being controlled and
reported properly. If waste is not dealt with accordingly, then severe penalties can follow. The
Comprehensive Environmental Response, Compensation, and Liability Act of 1980, better
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known as Superfund, seeks to hold parties accountable for any unauthorized release of chemicals
and lays out procedures for certain situations (42 U.S.C. §9601). Liability under the Superfund
Act is triggered in four distinct ways:
● Hazardous wastes are present at a facility.
● There is a release (or a possibility of a release) of these hazardous substances.
● Response costs have been or will be incurred.
● The defendant is a liable party (42 U.S.C. §9601).
A potentially responsible party (PRP) is potentially liable for:
● Government cleanup costs.
● Damages to natural resources (like a fishery).
● The costs of certain health assessments.
● Injunctive relief (like performing a cleanup) where a site may present an imminent and
substantial endangerment (42 U.S.C. §9601).
These two acts forced companies to recognize their impacts on the environment and began to set
standards for reporting environmental activities.
During the 1990s, there was a large upswing in environmental activism which brought
the topic of environmental accounting back into the mix. After this upswing in activism which
brought the issue of the environment into the minds of both business and consumers, certain
agencies adopted some standards for environmental accounting, including the Financial
Accounting Standards Board (FASB) and the Accounting Standards Executive Committee of the
American Institute of CPAs (Nezhad and Saremi, 2014). Over time, more formalized and
modern standards have been laid out by various organizations, including the United States
Environmental Protection Agency (EPA).
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Specifically, environmental accounting really started to pick up steam in the United
States in 1992, when various stakeholders were voicing several concerns. The stakeholders
believed that pollution prevention would not be the first choice of industrial environmental
management until the environmental costs of not preventing pollution and the economic benefits
of pollution prevention could be seen by managers making business decisions (Boje, 1999).
According to Boje (1999), an accounting standard known as International ISO 14000 was
adopted in 1995 to motivate corporations to adopt environmental accounting practices. The
history of environmental accounting is a short but eventful one, and certain accounting standards
for environmental purposes have evolved over time.
Standards and Practices
There are many organizations and societies that set accounting standards, including the
Financial Accounting Standards Board (FASB) and the International Accounting Standards
Board (IASB). FASB is the primary standards-setting body in the United States, while IASB is
the primary standards-setting body internationally. They are the two main standard-setting
entities, but there are a few other bodies that set standards, including the Sustainability
Accounting Standards Board (SASB) and the International Organization for Standardization
(ISO). Several FASB and IASB standards will be discussed, along with a few points from the
SASB and the ISO.
FASB has a large amount of standards, so only a few of them will be discussed. The first
one deals with the topic of estimating environmental liabilities. The first step in measuring an
environmental liability is to develop the total cost of the remediation effort (Howell and Roger,
2019). According to Howell and Roger (2019), the estimates should be calculated on a site-bysite basis. Any environmental remediation effort includes the following:
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● Pre-cleanup activities, such as an investigation, risk assessment, or feasibility study under
the Superfund Act.
● Performance of actions under the Superfund Act, corrective actions under the RCRA of
1976, and obligations under state law.
● Government oversight and enforcement-related activities.
● Operation and maintenance of the remedy, including required post-remediation
monitoring (Howell and Roger, 2019).
The second standard deals with balance sheet presentation for companies that have an
environmental remediation obligation. Their balance sheet may include several other assets such
as:
● Receivables from other potentially responsible parties that are not providing initial
funding for the obligation.
● Anticipated recoveries from insurers.
● Anticipated recoveries from prior owners as a result of indemnification agreements
(Howell and Roger, 2019).
The third standard describes certain circumstances under which a party’s liability for an
environmental obligation may change. There are many circumstances under which this may
happen, including:
● The EPA’s identification of additional liable parties.
● The ability of other parties to pay their full liability.
● Additional phases of the remediation process that become reasonably estimable as
progress is made.
● Changes in underlying cost estimates for certain phases of the remediation process.
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● Changes in laws and technology (Howell and Roger, 2019).
The International Accounting Standards Board has their own standards, and a few of
those will be discussed in this section. In a memorandum published by the IASB in 1999, six
core standards were outlined (“Review of Standards”, 1999). Regarding the general disclosure
of costs, there is no requirement for companies to separately disclose environmental costs of
liabilities. However, since this memorandum was created in 1999, standards have been updated
periodically (“Review”, 1999). The memorandum also raises the issue of environmental taxes
and their disclosure importance.
In terms of capitalizing environmental expenditures, the memorandum states that
capitalization is appropriate if the expenditure is expected to result in future economic benefits to
the business. An example of this could be expenditures on mitigating environmental damage or
future closure of a site, in which case these expenditures could be capitalized.
This memorandum also states that environmental issues should be disclosed in narrative
fashion in the financial statements. At the time, there was no such accounting standard that
related to a narrative disclosure for environmental issues. The issue of going concern is also
important in environmental accounting, as stakeholders will want to know if the business plans
to continue in the midst of an environmental situation.
Finally, the International Organization for Standardization (ISO) adopted a series of
standards in the 1990s called ISO 14000, which is related to environmental management and
exists to help organizations and enterprises minimize how their operations negatively affect the
environment, comply with applicable laws, and improve their efficiency (ISO, 1995). Within
ISO 14000, there are a series of twelve standards, which deal with the following topics:
requirements and guidance, general guidelines on implementation, guidelines for incorporating
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ecodesign, environmental assessment of sites and organizations (EASO), environmental labels
and declarations, green bonds, performance evaluation, life cycle assessment, vocabulary,
environmental product design, environmental communication, and greenhouse gases. These
standards are extensive in design and go into great detail. As was mentioned earlier in this
section, environmental taxes are an important part of environmental accounting, and those tax
provisions will be discussed in the next section.
Environmental Tax Credits and Provisions
Levying taxes on actions that affect the environment has been an idea for quite some
time. Encouraging positive behavior towards the environment by way of a tax seems like a good
idea. While the United States itself does not have a robust system of taxation on the
environment, other countries, most notably many nations in Europe, have begun to levy various
types of environmental taxes. Five specific examples of environmental taxes in Europe will be
discussed.
In 2002, Ireland introduced a €0.15 tax on plastic bags at the point of sale, and the tax
increased to €0.22 in 2007. The aim of this tax was to reduce consumption and the adverse
effects plastic bag litter had on the environment. The tax generated over €200 million over a 12year period and the money was used to finance other environmental projects (Anastasio, 2017).
The second example of an environmental tax in Europe is the deposit refund system in
Finland. In 1950, the Finnish government introduced a deposit system for beverage packaging
and it now collects glass and plastic bottles. Deposit rates per container were €0.10 to €0.40, and
return rates for single-use packaging reached 95% in 2015. The system’s functionality is
attributed to the cooperation between the government, society, and beverage industry. Also,
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Finland instituted a beverage packaging tax in 1994, but they offered incentives to producers and
importers to partake in the refund system (Anastasio, 2017).
The third example deals with a landfill tax in the United Kingdom, which was instituted
in 1996 to reflect the environmental cost of landfilling and to reduce waste generation and boost
recycling. The tax worked, and the amount of landfill waste decreased from 50 million tons in
2001 to 12 million tons in 2015 (Anastasio, 2017).
The fourth example of an environmental tax deals with a tax on nitrogen levied by
Sweden. The tax was introduced in 1992 on nitrogen, which is a powerful pollutant linked to
acid rain and respiratory problems. The tax was levied at 50 Swedish krona per kilogram of
nitrogen in 2008. The revenue from the tax was used to reimburse taxed plants that were
emitting low volumes of nitrogen to encourage energy efficiency. After this, many companies
implemented emission reduction measures. In 2016, annual revenue from the tax reached €1
billion (Anastasio, 2017).
The final example of an environmental tax deals with fishing licenses in Ireland. Salmon
stocks were declining, which led the government to double the price of obtaining recreational
and commercial salmon fishing licenses in 2007. The scheme helped ease the pressure on
salmon stocks and the revenue was used to fund projects relating to conservation and habitat
restoration. The stabilization of salmon stocks materialized, along with restoring river banks and
riparian zones (Anastasio, 2017).
Taxes are one way to influence behavior towards the environment, but tax credits are
another way to encourage businesses to adopt green business practices. A few examples of tax
credits relating to the environment will be discussed, and these credits are mostly available in the
United States.
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The first example of a green tax credit is the Business Energy Investment Tax Credit. A
business can receive a tax credit for specific energy-saving investments. The amount of the tax
credit is 30% for solar technologies, fuel cells, and small wind turbines and 10% for geothermal
systems, microturbines, and combined heat and power (CHP). In order for a business to receive
this credit, the business must own or have built the equipment, the equipment must be placed into
service the year the credit is taken, and the equipment must meet performance and quality
standards (Murray, 2018).
The second example of a green tax credit is the Solar Investment Tax Credit. A 30% tax
credit is available to businesses that install, develop, and/or finance solar energy property
(Murray, 2018).
The third example of a green tax credit is a tax deduction for a “green” building, which
could mean having high-efficiency interior lighting, HVAC, or hot water systems. A business
can claim a $1.80 per square foot deduction for building areas that have these systems if they
achieve a 50% reduction in power and energy costs. To qualify for this deduction, the business
must be the owner of the building and a certification of the 50% reduction must be obtained
(Murray, 2018).
The fourth example of a green tax credit is the Alcohol Fuels Credit. If a business
produces fuel, it could be eligible for this credit based on the cost of producing alcohol-based
fuels like methanol and ethanol (“Finding Small”, 2018).
The fifth example of a green tax credit is the Alternative Motor Credit. If a business has
company vehicles, it could apply for a tax credit of up to $8,000 by purchasing an alternative
fuel source vehicle, such as hydrogen fuel-cell technology. Hybrids and electric vehicles do not
qualify because they use conventional fuels (“Finding Small”, 2018).
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The sixth example of a green tax credit is the Rehabilitation, Energy, and Reforestation
Investments Credit. This credit rewards businesses for investing in resources that preserve the
environment. The credit is limited to 10% of the investment ($10,000 limitation). For example,
if a business purchases a building that requires renovation, restoration, or reconstruction, they
can take up to a 10% credit based on the cost of the work being done (“Finding Small”, 2018).
There are a great deal of tax credits available to businesses who promote green practices,
and these credits are a way to encourage businesses to adapt to the changing climate. In the next
section, we will look at some examples of how businesses are adapting to the changing climate
by way of instituting environmentally-friendly business practices.
Green Business Practices
There are many examples of businesses going green in today’s world, but why should
businesses actually go green? There are many reasons as to why businesses should go green.
For one, businesses who go green will obtain legal and tax advantages. The tax
advantages were discussed in the previous section, as there are many tax credits available to
businesses who institute green practices at their company. Following the laws regarding
emissions will lead to these tax advantages (Lorette, n.d.).
Businesses who go green will see a reduction in the waste that they produce. Reducing
the waste that they produce can lead to a reduction in operating costs. Turning off lights,
printing less, refilling ink cartridges, and using hybrid vehicles are all things businesses can do to
go green, and these actions can increase their profit and lower their overall global footprint
(Lorette, n.d.).
A businesses who chooses to adopt green practices could see an improvement in their
overall workplace. For example, a business who might use green cleaning supplies could help
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employees who suffer from respiratory issues and other health-related problems, because these
products use less harmful chemicals. There have also been companies who have converted
leftover food waste from their cafeteria into methane to supply energy (Lorette, n.d.).
Although this is not guaranteed, a businesses who moves towards green practices might
see a positive response from the public. Green initiatives have seen a trend upward in public
popularity. Companies like Wal-Mart and Target have done things such as composting and
recycling, modifying transportation routes to save fuel, reducing packaging, and stocking shelves
with green products, and their green product sales have jumped around 20% since the turn of the
decade (Lorette, n.d.).
The final motivation for businesses to go green is an important one, which is the idea of
sustainability. Businesses who utilize sustainable methods can prevent the waste of natural
resources, which helps reduce the risk of depletion in the long run. As mentioned earlier, there
are many simple things that businesses can do to go green, such as turning the lights off, or
choosing complex methods, such as utilizing solar or wind energy. The goal of making these
choices is to preserve natural resources by using ones that are sustainable (Lorette, n.d.).
Now that the motivations for going green have been discussed, let’s see how some large
corporations and companies have been implementing green business practices.
Unilever, the owner of brands such as Ben and Jerry’s and Dove, is regarded as one of
the corporate leaders in environmental sustainability. They have made a promise to obtain all of
their agricultural materials from sustainable sources by 2020, and they will attempt to achieve
this feat by working with farmers to form partnerships to reduce environmental damage. In the
United Kingdom, the company has agreed to eliminate single-use plastic packaging by 2025.
Another one of Unilever’s goals is to become carbon positive by 2030, which means it will
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eliminate the use of fossil fuels and support renewable energy as a source. They are hastening
their efforts to become more sustainable because they were named as one of the largest
pollutants of plastic in India, the Philippines, and Indonesia (Kottasova, 2018).
Patagonia is an outdoor apparel company founded by surfers and rock climbers from
California, and they are becoming a leader in sustainability. They make their clothes from
organic cotton and recycled fabrics, including polyester, nylon, and wool. The company also led
a campaign titled “Don’t Buy This Jacket”, which was meant to warn customers not to purchase
too many of their products to maintain sustainability. Patagonia donates 1% of their total sales
towards efforts surrounding the preservation and restoration of the environment. They are also a
“B Corporation”, which means that they are required by law to consider the impact of their
business decisions on their workers, customers, suppliers, community, and the environment
(Kottasova, 2018).
Another company leading the movement in sustainability is Nestle, a global producer of
food and drink products, most notably their bottled water and various candies. They have been
criticized over their use of palm oil, which is usually produced on land that was previously
covered by forests. In response, they have pledged to use 100% responsibly sourced palm oil by
2020 and to not do business with companies that do not comply with its policies. To ensure that
no deforestation is taking place across its supply chain, it will utilize satellite imagery and related
technology (Kottasova, 2018).
Ikea, the Swedish furniture retailer, has been a leader in green business practices for quite
some time. The company has invested almost $2 billion into renewable energy projects. Ikea
plans to build 416 wind turbines and they have already constructed almost 750,000 solar panels
on some of their locations. They have also pledged to ban single-use plastics in their stores and
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restaurants by 2020. By that same year, they want to use 100% renewable energy and use only
renewable and recycled materials in their products. By 2025, they plan to make home deliveries
emissions-free (Kottasova, 2018).
Tesla is a car manufacturer focused on producing cars that are environmentally-friendly.
Their company mission is to “accelerate the world’s transition to sustainable energy.” Tesla
makes electric cars and they have a strict code of conduct for their suppliers to follow, which
includes a promise to work to avoid harm to the environment and be responsible for the
management of waste and efficient use of water and energy resources. CEO Elon Musk has
constantly harped on the idea that companies need to accelerate their business practices to being
more green. However, Tesla does not disclose many of their specific green practices, so they are
very secretive on this issue (Kottasova, 2018).
Along with the five examples of how big corporations are attempting to go green, there
are some other things that any business can do to try and be more environmentally-friendly.
Switching to post-consumer waste (PCW) paper, paper products, and packaging, as this is ecofriendly. This is a type of paper that is made from the paper that is placed in recycling bins daily,
and it uses 45% less energy and creates half the waste instead of using regular paper (Harrison,
2013).
Using certain types of lights in offices can also be eco-friendly. Compact-fluorescent
(CFL) or LED lights are more expensive than regular bulbs, but they last much longer and use
less energy. It has been estimated that using these bulbs can save businesses up to $200 per bulb
(Harrison, 2013).
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Another action that businesses can take deals with appliances. Replacing outdated
appliances with greener ones is accomplished by looking for the yellow Energy Star tag on the
product, and seeing how much the savings and benefits will help a business (Harrison, 2013).
Businesses can also utilize the technology of green web hosting. Green web hosts are
companies that take part in activities like using renewable energy, planting trees, or buying
carbon offsets and renewable energy certificates to reduce the environmental cost of running
servers and infrastructure (Harrison, 2013).
As evidenced, there are many ways businesses can use green initiatives to reduce their
environmental impact. However, there are some major issues, such as climate change, that have
severe environmental costs, which will be explored in the next section.
Environmental Costs
This section of the research paper will discuss the many costs associated with climate
change, which is a big phenomena that is occurring around the world. Climate change could
bring about a whole host of economic costs, which could impact profit margins and operations of
businesses across the globe. How much will climate change cost?
Heat waves, wildfires, extreme weather events, and rising sea levels could cost the United
States hundreds of billions of dollars in lost labor, reduced crop yields, and crumbling
infrastructure (Gramling and Hamers, 2018). The Fourth National Climate Assessment predicts
the United States economy will shrink by as much as 10% by the end of the century if global
warming continues at the current rate (Gramling and Hamers, 2018). A UN report in 2017 said
that global emissions of carbon dioxide were rising and that suggested that the goals of the Paris
climate accord were not being achieved. These National Climate Assessments are mandated by
Congress and are produced every four years and they focus on reporting the economic costs of
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climate change and the impact on the United States. The assessment predicts that the U.S. will
spend about $23 billion to combat wildfires by the end of the century, and the Southwest
specifically will spend $13 billion (Gramling and Hamers, 2018).
There are already ways in which climate change is hurting the economy. The three major
hurricanes that made landfall during the 2017 season cost the United States at least $265 billion,
according to the National Oceanic and Atmospheric Administration. Other cost impacts relating
to climate change can be found in Appendix A (Gramling and Hamers, 2018).
Along with the number-specific examples above, there are plenty of specific industries
and sectors that will feel the brunt of the costs of climate change.
Agriculture is one of the areas that will be hardest hit. Crops each have their own
optimum range of temperature and precipitation and crops will do better or worse depending on
changes in climate. If global temperatures were to increase more than 3 degrees Celsius, the
impacts on crops would be very negative, and the shifts in the locations where crops are planted
will produce a significant cost (Bralower and Bice, n.d.).
Forestry is another example of an area that could be affected by climate change. An
important factor is the spread of disease into new forested areas that could decrease the
productivity of the forest sector of the economy. For example, the recent spread of the pine bark
beetle and devastation of forests in the United States could potentially result in further damage
and costs (Bralower and Bice, n.d.).
An area that will be heavily impacted by the costs of climate change is actually the
insurance sector. The reason for this is that insurance companies are losing their ability to
effectively insure people against climate-related damages. Insurance companies are attempting
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to adapt, but with the chance for more frequent severe weather events in the future, that will
mean higher premiums and a greater cost to the economy (Bralower and Bice, n.d.)
Tourism and recreation are two areas that will also be hard hit with the costs of climate
change. For example, more ski resorts are relying on snow-makers during warmer temperatures
and beaches face the threat of rising sea levels (Bralower and Bice, n.d.). To summarize the
effect of climate change on the economy, Bralower and Bice created a function which is graphed
in Appendix B.
The costs of climate change are most heavily felt when natural disasters strike, as they are
the sources of some of the costliest expenditures in history. According to a report, extreme
weather and the impacts of burning fossil fuels has cost the U.S. economy at least $240 billion a
year over the past ten years (Leahy, 2017). The 2017 major hurricanes and wildfires alone have
cost almost $300 billion. In the upcoming decade, economic losses from extreme weather and
air pollution could cross $360 billion annually, according to a report from the Universal
Ecological Fund (Leahy, 2017). According to NOAA data, the rise in global temperatures of 1.8
degrees Fahrenheit has caused the number of extreme weather events causing at least $1 billion
in economic losses to increase by 400% since the 1980s (Leahy, 2017).
However, there are some solutions. If states were to adopt renewable portfolio standards
(RPS), which require increased production of renewable energy, there would be a $97 billion
savings in air pollution health costs and $161 billion in climate damage reductions. The total
savings would be over $1.1 trillion if all states were to follow the Clean Power Plan. The
switching to renewable sources could also be applied to freshwater, where if 35% was renewable
then the reduction in water usage would be able to meet the needs of 1.9 million households.
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Clearly, the costs of climate change are very significant. To add some local flavor to this
report, the final section will focus on how businesses are adapting to the environment in the
Cleveland and Akron area.
Local Examples
There are several examples of situations around the Cleveland and Akron area where
environmental costs are being taken into consideration. Businesses and decision makers are
taking these costs into consideration.
The first example does not have to deal with a business directly, but it does deal with one
of the most prominent features of Northeast Ohio - the Cuyahoga River. The dam that sits on the
Cuyahoga River in Gorge Metro Park has stood for quite some time, but it is time for the dam to
come down. A plan to dismantle the dam has been agreed to by the Ohio EPA and United States
EPA. Dismantling the dam will improve the river’s water quality and the health of the
surrounding ecosystem, and is expected to draw tourism to the region. The dam currently
impedes the flow of the Cuyahoga River. Funding for the project has been approved through the
Great Lakes Legacy Act and through the Gorge Dam Stakeholder Committee, which includes the
Ohio EPA, the city of Akron, Summit Metro Parks, FirstEnergy, and the city of Cuyahoga Falls.
The Legacy Act will pay for about 65% of the project. The total cost of the project will be
between $65 million and $70 million (Conn, 2019).
The Great Lakes Legacy Act that was mentioned earlier is another great example of a
local initiative relating to environmental accounting. This act has been a tremendous success. It
was first authorized in 2002 and has been continuously reauthorized. Since its initial passage,
the EPA has invested around $338 million to address contaminated sediment in Great Lakes
Areas of Concern, which include four Ohio rivers (Ashtabula, Black, Cuyahoga, and Maumee).
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$227 million in additional funding has been acquired from sources other than the government.
As a result of this funding, cleanups at 19 sites have been funded and 23 additional sites have
been evaluated. A key reason for the continuation of this act is the ability to enable strong
partnerships with states, federal agencies, cities, and businesses to clean up sites. 37 companies
from various industries have contributed more than $74 million to the Legacy Act (“About the
Great”, n.d.).
Another local application of considering environmental costs is the stabilization of the
Irishtown Bend riverbank along the Cuyahoga River in Cleveland, Ohio. This hillside has been
geologically unstable for quite some time and it is at risk of falling into the river, which would
disrupt river traffic. The project recently received a $9 million grant from the Infrastructure For
Rebuilding America fund, supported by the Northeast Ohio Areawide Coordinating Agency
(NOACA). The agency has been working on the project for a long time and originally requested
$15.6 million from the fund. If the project is not completed, the potential collapse of the bank
could disrupt more than $3.5 billion in economic activity that travels up and down the Cuyahoga
River. The entire project is expected to cost $64 million, and the funding is broken down
between the following sources:
● Northeast Ohio Regional Sewer District (NEORSD): $7 million.
● City of Cleveland: $1 million.
● State of Ohio: $5 million.
● Innovative public-private partnerships: $3.2 million (DeRoos, 2019).
A final example of how costs relating to the environment are being explored locally deals
with the Cleveland Metroparks, a local park system in the Greater Cleveland area. In 2019, the
Cleveland Metroparks received $7.95 million from a special grant from the United States
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Department of Transportation to help complete around four miles of bike and pedestrian trails
around the city. This grant is called the Transportation Investment Generating Economic
Recovery Grant (TIGER), which provides funding in order to incentivize bettering
environmental problems and reducing the United States’ dependence on energy, and the grant
also hopes to achieve job creation in these certain scenarios. Eligible projects to be completed
under the grant include: improvements to interstate highways, transit projects, relocating roads,
and other various transportation-related projects. When the Metroparks applied for the grant,
they said that the project will help stabilize local neighborhoods, provide low-cost transportation
options, generate economic investment, and provide residents with access to jobs, transit, and
green space. The projects to be completed under the grant are as follows: Wendy Park Bridge,
Whiskey Island Connector, Cleveland Lakefront Bikeway Connector, Canal Basin Park
Connector, and the Red Line Greenway. A map of these projects can be found in Appendix D.
Conclusion
The climate is changing, and so are the ways that businesses are running their everyday
operations. By switching to greener methods, businesses can save money and the environment in
very simple ways. Keeping track of a business’s environmental footprint is an important task
and there are many ways in which businesses account for the environment, such as reporting
certain environmental expenditures and liabilities, and keeping in accordance with several
federal laws. There are also many examples of how businesses are currently going green, with
big companies such as Ikea and Tesla leading the way. Exploring the actual costs of climate
change is very important, and the constant increase in natural disasters and extreme weather
events is going to eventually take its toll on economies all around the world. Billions of dollars
will be spent in the years to come to combat climate change and to repair damage caused by it.
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Finally, there are some local examples of organizations recognizing the costs that climate change
and the environment cause, such as the city of Akron and the Cleveland Metroparks, and they are
using federal funds to complete projects that will benefit the environment. Whether it is a
business or an individual, there is always an opportunity to take action to account for the
environment.
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Appendix A
Selected United States economic losses due to climate change.
Below are some stats from the National Climate Assessment that highlight the costs the United
States could incur by the end of the century.
Location

Impact

Current emissions
(per year)

Taking action to
curb emissions (per
year)

National

Heat-related deaths

$141 billion

$59 billion

National

Coastal property losses

$118 billion

$92 billion

National

Lost wages in outdoor
industries due to heat waves

$155 billion

$81 billion

National

Deaths related to bad air
quality

$26 billion

$18 billion

Northeast

Heat-related deaths

$35 billion

$15 billion

Southeast

Lost wages in outdoor
industries due to heat waves

$47 billion

$23 billion

Midwest

Deaths related to bad air
quality

$14 billion

$8.8 billion

Southwest

Heat-related deaths

$31 billion

$13 billion

Texas,
Oklahoma,
and
Nebraska

Infrastructure damages

$5.7 billion

$3.5 billion

Source: The Fourth National Climate Assessment, Volume II
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Damage due to climate change as a function of temperature change

Source: David Bice, Professor of Geoscience, College of Earth and Mineral Science, The
Pennsylvania State University

24

ACCOUNTING FOR THE ENVIRONMENT

25

Appendix C
Cleveland Metroparks TIGER Grant Trails
A map of the trails in the Cleveland Metroparks system that will be constructed with the money
from the TIGER Grant, given by the U.S. Department of Transportation.

Source: Cleveland Metroparks
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